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( Earnings per share in first half of 1999: SEK 5.20 (5.20)


( Earnings per share over past 12 months: SEK 13.00 
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After a weak start in 1999, invoiced sales and operating profit rose during the second quarter to a level corresponding with results in the year-earlier period. Total world production of minerals remained largely unchanged, compared with 1998.





Invoicing of service and parts, which accounted for 43% of Group sales over the past    12-month period, remained virtually unchanged during the second quarter.





Higher sales were reported for industrial minerals, an area in which demand is largely driven by requirements of the construction and civil engineering industry. Price pressure on metallic minerals, however, led to postponements of purchases and reductions in inventories, which resulted in weaker sales.





Sales of equipment for industrial minerals accounted for 51% of Svedala's total invoicing. Trends in this sector were strong in North America, particularly in the U.S., while sales in Europe were largely unchanged. Strong growth in southern Europe was offset by a decline in Russia and other markets. Sales in South America also declined, particularly in Brazil. Signs of recovery have been noted in the Asia Pacific region.
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Sales of equipment for metallic minerals accounted for 6% of Group sales. Due to low metal prices, global investments have remained at a very low level.





Demand for equipment from the construction and civil engineering industry in North America is expected to remain strong, and we believe markets in Europe and South America, as well as Asia Pacific, will continue to show improvement. Signs of cautious recovery have also been noted for metallic minerals. Interest in cost-cutting investments in existing installations has been particularly strong, an area in which Svedala is uniquely positioned through its comprehensive systems know-how.





Overall, we anticipate generally improved market conditions during the second half of 1999.








Malmˆ, August 10, 1999


Thomas OldÈr


President





�
ORDER BOOKINGS
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Svedala's order bookings during the second quarter of 1999 amounted to SEK 3,547 M, compared with SEK 3,618 M in the corresponding period last year. Order bookings for service and parts rose during the second quarter. The decline in orders for metallic minerals was not fully offset by the increase in equipment orders for industrial minerals.





Second-quarter order bookings in Europe amounted to SEK 1,554 M (1,667). The decline was due mainly to lower investments in the former Soviet Union. Order bookings in North America amounted to SEK 1,020 M (1,063). Orders were affected by weaker trends for metallic minerals, particularly in Canada, while equipment for industrial minerals showed higher order bookings. Order bookings in Asia Pacific rose to SEK 296 M (264). The economic recession in Brazil led to a decline in order bookings in South America to SEK 298 M (392). The currency effect of the Brazilian devaluation amounted to SEK 41 M. In Africa and the Middle East, order bookings in the second quarter rose to SEK 373 M (231) on the strength of project orders.
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Total order bookings during the first half of 1999 amounted to SEK 6,741 M, compared with SEK 8,119 M during the corresponding period in 1998. Orders booked during the first quarter of 1998 reached record-heights for Svedala on the strength of several major project orders from Iran, among other markets.





�
SALES





Invoiced sales rose by SEK 90 M to SEK 3,785 M during the second quarter of 1999, compared second quarter sales in 1998 (3,695). Sales of service, replacement parts and wear products rose by SEK 97 M to SEK 1,542 M during the second quarter (1,455). Acquisitions and exchange rate fluctuations had only negligible effects on overall sales during the period.





Sales in Europe increased by SEK 151 M to SEK 1,728 M during the second quarter of 1999 (1,577). The increase was attributable to stronger sales in several markets, with special emphasis on the construction and civil engineering industry. Marginal changes were noted in North America, where sales totalled SEK 1,171 M (1,202), and Africa/Middle East, which reported invoiced sales of SEK 278 M (306). In South America, sales declined to SEK 242 M (352) due to the recession in Brazil. The devaluation of Brazil's currency accounted for about SEK 45 M of the decline. Sales in Asia Pacific were up SEK 63 M to SEK 351 M during the second quarter (228) as a result of infrastructure investments and project orders.





Total sales invoiced by the Svedala Group during the first half of 1999 amounted to SEK 6,690 M, down from SEK 6,899 during the corresponding period last year. Sales of service and parts accounted for 43% of total Group sales, calculated over the most recent 12-month period, with sales of equipment for industrial minerals accounting for 51%. Equipment used to process metallic minerals accounted for the remaining 6%.





PROFIT





Second quarter


Operating profit amounted to SEK 256 M in the second quarter of 1999 (276). 


The operating profit from sales of service and parts was SEK 188 M, corresponding to an operating margin of 12%, while equipment accounted for SEK 94 M of the total operating profit with an operating margin of 4%.
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Profit after net financial items amounted to SEK 192 M in the second quarter of 1999, which was marginally lower, compared with the year-ago period (214).
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First half of 1999


Operating profit for the first half of 1999 amounted to SEK 352 M (461). Profit attributable to service and parts amounted to SEK 333 M, corresponding to an operating margin of 12%. Operating profit attributable to equipment sales amounted to           SEK 74 M, with an operating margin of 2%.





Exchange rate movements during the first six months of 1999 yielded favourable effects on operating profit amounting to SEK 70 M, most of which is attributable to positive effects of exports from Brazil following the country's devaluation early in the year. Currency effects are reported in end-customer markets.
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Profit after net financial items during the first half of 1999 amounted to SEK 329 M, down SEK 22 M from the year-ago period. Net financial items amounted to a total expense of SEK 23 M (expense: 110). The improvement in net financial items includes a positive exchange rate difference of SEK 104 M resulting from an earlier decision to discontinue hedging of foreign net assets. 





Profit after tax during the first half of 1999 amounted to SEK 249 M, corresponding to SEK 5,20 per share, compared with SEK 252 M and SEK 5.20, respectively, in the year-earlier period. Earnings per share over the 12-month period ended June 30, 1999 amounted to SEK 13.00.
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ACQUISITIONS





Svedala acquired Ludlow-Saylor, an American company, in the first half of 1999. Ludlow-Saylor manufactures wear parts for screens. The company has annual sales of SEK 100 M and about 100 employees. 





Shortly after the close of the six-month period under review, two other companies were acquired:





Dunlop-Skega of Australia, formerly a jointly owned company, is now a wholly owned subsidiary of the Svedala Group. The company manufactures and markets linings for grinding mills. Annual sales amount to approximately SEK 100 M, with about 75 employees.





Pyrotherm, another Australian company, has developed a unique technology for drying and calcinating minerals. The company has annual sales of about SEK 50 M. 





INVESTMENTS AND DEPRECIATION





Group investments in property, plant and equipment, not including the assets of acquired companies, totalled SEK 266 M (216) during the first half of 1999. Depreciation amounted to SEK 195 M (203) during the same period.
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CASH FLOW AND FINANCING





Cash flow before investments amounted to SEK 176 M (110) during the first six months of 1999. 





Net borrowing as of June 30, 1999 totalled SEK 4,751 M, an increase of SEK 550 M since year-end 1999 and SEK 1,045 M compared with June 30, 1998. The increase in net borrowing since year-end includes loans totalling SEK 144 M, which were raised to finance acquisitions and an increase in inventories totalling SEK 274 M. The capital rationalization project is proceeding as planned and inventories were reduced in the second quarter by SEK 97 M. The rate of reduction is expected to accelerate during the second half of the year.





PERSONNEL





The Group had nearly 11,000 employees at June 30, 1999. The labour force has been reduced by about 200 since year-end 1998, not including acquisition.





PARENT COMPANY





The Parent Company's operating revenue during the first half of 1999 amounted to SEK 72 M (38). Profit after net financial items amounted to an expense of SEK 9 M (41).
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ORDER BOOKINGS AND PROFIT PER REGION
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Demand for equipment used to process industrial minerals is being supported by strong construction activity, particularly in southern Europe. In Spain, major investments are now focused on new and improved communications. Demand for equipment used to process metallic minerals is being held back by reduced investments in Eastern Europe caused by low metal prices.
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The North American market is characterized by strong demand for industrial minerals resulting from major investments in the U.S. infrastructure, a trend that has benefited Svedala. During the second quarter, decisions were announced to close more mines in the U.S. and Canada, which will affect demand for products used to process metallic minerals.
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Trends in South America have been characterized by economic recession since the autumn of 1998. The economic slowdown in Brazil, an important market for Svedala, has caused negative effects on Group sales and earnings in the region.
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Markets in Africa and the Middle East have remained weak. In South Africa, the level of investments is low for both metallic minerals and infrastructure. Earnings in the region, however, will be affected favorably toward year-end 1999 by the Group's present order backlog.
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Economic activity is increasing again in several Asian markets, although from a very low level. In China, major civil engineering projects are now in progress as a result of the high priority assigned to infrastructure investments.
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The figures in this interim report are unaudited	



































The nine-month interim report will be published on October 28, 1999
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